< . Jennifer Brooks Hutchinson
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Senior Counsel

February 2, 2022
VIA ELECTRONIC MAIL

Luly E. Massaro, Commission Clerk
Rhode Island Public Utilities Commission
89 Jefferson Boulevard

Warwick, Rl 02888

RE: Docket Nos. 4770 & 5127
Update on Block Island Transmission System (“BITS”) Surcharge

Dear Ms. Massaro:

National Grid! is submitting this letter to the Public Utilities Commission (“PUC”) to
notify the PUC of the status of the Company’s efforts to address the PUC’s concerns articulated
at its March 29, 2021 Open Meeting regarding the rate structure for the Block Island
Transmission System surcharge (“BITS Surcharge”). As noted in the Company’s April 1, 2021
letter to the PUC, the Company has been working with the Division of Public Utilities and
Carriers (“Division”) over the last several months on a proposed solution to the carrying charge
formula applied to the BITS Surcharge. In addition, the Company and the Division have
engaged in several discussions since the Fall of 2019 to address the Division’s concerns with the
incremental costs associated with remediating an exposed portion of the submarine cable
connecting Block Island to the mainland located at Crescent Beach on Block Island and the
(“Sea2Shore Project”). The Company is pleased to inform the PUC that the Company and the
Division have reached a resolution in principle regarding the BITS Surcharge and the Sea2Shore
Project costs, which the Company believes is in the best interest of Rhode Island customers and
is consistent with Federal Energy Regulatory Commission (“FERC”) precedent.

The Company has committed to taking the following actions and has included additional
explanatory detail regarding these commitments for the PUC’s reference, below:

BITS Surcharge:

e The Company agrees to take the necessary steps and to coordinate all necessary filings with
FERC under Section 205 of the Federal Power Act (“205 Filings”) to revise the calculation
of the Property Tax, Operations and Maintenance (“O&M”) and Administrative and
General (“A&G”) costs? included in the BITS Surcharge from an average annual

! The Narragansett Electric Company d/b/a National Grid (sometimes referred to as the “Company,” “Narragansett”,
or “National Grid”).

2 Because the Company does not directly track Administrative and General costs to the Sea2Shore Project, the
Company would use a salaries and wage allocator based on actual labor or a fixed percentage allocated to the
Sea2Shore Project, consistent with FERC principles.
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transmission carrying charge formula to a formula that uses actual costs in the year the
rates are charged, with a true-up mechanism.

e The Company will, in coordination with 1ISO-New England (ISO-NE) and the Block Island
Power Company (BIPCO), make any necessary changes to the applicable FERC-
jurisdictional local service agreements (“LSAs”), related tariffs, and other agreements that
the Company deems necessary to implement the change to the BITS Surcharge. Any such
changes must be filed under, and are conditioned upon acceptance by FERC pursuant to,
Section 205 of the Federal Power Act.?

e Beginning with calendar year 2021 and until such time as FERC approves, and National
Grid implements, a revised tariff reflecting the changes noted above, the Company shall, in
any future earnings sharing proceedings before the PUC, recognize all revenue received for
the BITS assets under the Integrated Facilities Agreement (“IFA”) for O&M, A&G and
property tax in revenues and actual expenses for O&M, A&G, and property taxes in
operating expenses. Any excess earnings will be shared with Rhode Island customers in
accordance with the terms of the Amended Settlement Agreement, approved by the PUC in
Docket No. 4770.

e Amendments to the LSAs, as well as any 205 Filings necessary to implement the changes
referenced above, are subject to the agreement of BIPCO and ISO-NE, as co-parties to the
applicable LSAs. The Company will make the necessary outreach to BIPCO and 1ISO-NE
to request their agreement to any amendments to the LSAs or 205 Filings for which their
agreement or consent is required.

e The Company will use reasonable efforts to submit any required 205 Filings within thirty
(30) days following agreement with the Division, ISO-NE and BIPCO on specific tariff or
contract revisions.

¢ In addition to modifying the BITS Surcharge to reduce the rate, the Company will provide
National Grid customers and BIPCO with a one-time credit (referred to herein as the
“Revenue Credit”) equal to $12 million. The portion of the $12 million Revenue Credit
allocable to National Grid’s customers will be applied to the Company’s Storm
Contingency Fund.*

3 In the event the Division approves the sale of Narragansett to PPL Rhode Island Holdings, LLC (“PPL Rhode
Island”) in Docket No. D-21-09, the existing tariffs and arrangements between New England Power and
Narragansett will remain in place for a period of time following the closing until such time as Narragansett or
another PPL affiliate becomes a Participating Transmission Owner by signing the Transmission Operating
Agreement with ISO-NE (currently anticipated to occur on or around June/July 2022) and provides service under
successors to the applicable LSAs that are expected to incorporate the revised BITS Surcharge provisions

* The allocation of the Revenue Credit to National Grid electric distribution customers and to BIPCO will be based
on the most recently calculated Transmission Customer Share Percentage as defined in the LSA.
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Sea2Shore Project

The total project plant-in-service investment to date, plus the incremental remediation
costs and installation costs for the reburial of the Sea2Shore cable will not exceed
$144,042,794.00 (“Cost Cap”), and the Company will not be entitled to recover from
customers any capital investment in excess of the Cost Cap.

In addition, the Company will bear the risk of any additional costs in excess of the Cost
Cap to complete the reconstruction of the Sea2Shore cable, including the incremental
costs incurred as a result of the conduit blockage and any additional costs incurred in the
fall of 2021 or Spring of 2022 when the Sea2Shore Project restarts.

These commitments will bind the Company and any successors.

Additional Information

Actual Cost Approach: The funds collected through the BITS Surcharge are used to
defray future maintenance and repairs associated with the transmission cable that
connects the Sea2Shore Project to the mainland. While an actual cost approach for
O&M, Property Tax, and A&G will shift the risk of future maintenance and repairs of the
Sea2Shore cable to customers, the Company believes that such an approach more closely
aligns the revenues received through the BITS Surcharge with the anticipated
maintenance and repair costs in a given year.

True-Up Mechanism: As of the effective date of FERC acceptance of the revised tariff,
the BITS surcharge will be calculated and billed pursuant to the new formula rate using
prior year actual costs reported in the most recent FERC Form 1 filing. Amounts billed
for the applicable calendar year will be subject to true-up to actual costs in the following
year. The net refund or surcharge will be issued as a lump sum on the BITS Surcharge
invoice issued in the month after the true-up is calculated.

205 Filings: The Company, in conjunction with ISO-NE and BIPCO, submitted the 205
Filings described above with FERC on January 31, 2022. In the 205 Filings, the parties
are requesting that the FERC issue an order on the tariff revisions within the minimum
time frame permitted under 16 U.S.C. § 824d (i.e., 60 days) and permit the revised local
service agreements to become effective as of January 1, 2022.°

> FERC’s regulations require service agreements to be filed not more than 30 days after service under the
agreements has commenced. 18 C.F.R. § 35.3(a)(2).
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e Revenue Credit: The $12 million Revenue Credit will be allocated among National Grid
customers and BIPCO in accordance with the Transmission Customer Share Percentage
as defined in the applicable LSA.

e Outreach to BIPCO and ISO-NE: The Company has commenced outreach to BIPCO
and 1SO-NE to effectuate amendments to the applicable local service agreements, as
discussed above. The applicable local service agreements are TSA-NEP-86 which is the
local service agreement between Narragansett, ISO-NE and New England Power
Company and TSA-NEP-83 which is the local service agreement between BIPCO, 1SO-
NE and New England Power Company. BIPCO and ISO-NE have each provided their
consent to the revisions to the respective local service agreements, to which they are a

party.

The Company believes the revisions to the BITS Surcharge, together with the Revenue
Credit and Cost Cap, as discussed above, will provide significant financial value to Rhode Island
customers and BIPCO.

Thank you for your attention to this correspondence. If you have any questions or
concerns related to the aforementioned process, please do not hesitate to contact Jennifer Brooks
Hutchinson at 401-784-7288 or Andrew Marcaccio at 401-784-4263.

Very truly yours,

Jennifer Brooks Hutchinson

FFe A p—

Andrew S. Marcaccio

Enclosure

cC: Docket 4770 & 5127 Service Lists
Linda George, Division
John Bell, Division
Christy Hetherington, Esq.
Leo Wold, Esq.
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National Grid

Jennifer Hutchinson, Esq.
Celia O’Brien, Esq.
National Grid

280 Melrose St.
Providence, Rl 02907

Electric Transportation:
Bonnie Crowley Raffetto, Esq.
Nancy lIsrael, Esq.

National Grid

40 Sylvan Road

Waltham, MA 02451

Jennifer.hutchinson@nationalgrid.com;

Andrew.marcaccio@nationalgrid.com;

Celia.obrien@nationalgrid.com;

Najat.coye@nationalgrid.com;

Joanne.scanlon@nationalgrid.com;

Bill.Malee@nationalgrid.com;

Theresa.burns@nationalgrid.com;

Ann.leary@nationalgrid.com;
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Timothy.roughan@nationalgrid.com;

Jason.Small@nationalgrid.com;

bonnie.raffetto@nationalgrid.com;

nancy.israel@nationalgrid.com;

781-907-2153
401-784-7288

Adam Ramos, Esg.

Hinckley Allen

100 Westminster Street, Suite 1500
Providence, Rl 02903-2319

aramos@hinckleyallen.com;

401-457-5164

John Habib

Keegan Werlin LLP

99 High Street, Suite 2900
Boston, MA 02110

jhabib@keeganwerlin.com;

617-951-1400

Division of Public Utilities (Division)
Leo Wold, Esq.

Christy Hetherington, Esq.

Division of Public Utilities and Carriers
89 Jefferson Blvd.

Leo.Wold@dpuc.ri.gov;

Christy.Hetherington@dpuc.ri.gov;

Margaret.L.Hogan@dpuc.ri.gov;

John.bell@dpuc.ri.gov;

401-780-2140



mailto:Jennifer.hutchinson@nationalgrid.com
mailto:Andrew.marcaccio@nationalgrid.com
mailto:Najat.coye@nationalgrid.com
mailto:Joanne.scanlon@nationalgrid.com
mailto:Bill.Malee@nationalgrid.com
mailto:Theresa.burns@nationalgrid.com
mailto:Ann.leary@nationalgrid.com
mailto:Scott.mccabe@nationalgrid.com
mailto:kate.grant2@nationalgrid.com
mailto:Timothy.roughan@nationalgrid.com
mailto:Jason.Small@nationalgrid.com
mailto:bonnie.raffetto@nationalgrid.com
mailto:nancy.israel@nationalgrid.com
mailto:aramos@hinckleyallen.com
mailto:jhabib@keeganwerlin.com
mailto:Leo.Wold@dpuc.ri.gov
mailto:Margaret.L.Hogan@dpuc.ri.gov
mailto:John.bell@dpuc.ri.gov
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Linda.George@dpuc.ri.gov;
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Thomas.kogut@dpuc.ri.gov;

Tim Woolf

Jennifer Kallay

Synapse Energy Economics
22 Pearl Street

Cambridge, MA 02139

twoolf@synapse-energy.com;

ikallay@synapse-energy.com;

mwhited@synapse-energy.com;

617-661-3248

David Effron

Berkshire Consulting

12 Pond Path

North Hampton, NH 03862-2243

Djeffron@aol.com;

603-964-6526

Gregory L. Booth, PLLC
14460 Falls of Neuse Rd.
Suite 149-110

Raleigh, N. C. 27614

Linda Kushner

L. Kushner Consulting, LLC
514 Daniels St. #254
Raleigh, NC 27605

gboothpe@gmail.com;

919-441-6440

919-810-1616

Office of Energy Resources (OER)
Albert Vitali, Esq.

Dept. of Administration

Division of Legal Services

One Capitol Hill, 4" Floor
Providence, R1 02908
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Jerry Elmer, Esq.

Max Greene, Esq.

Conservation Law Foundation
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Suite 560, Mailbox 28
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jelmer@clf.org;

mgreene@clf.org;

401-228-1904

Dept. of Navy (DON)

Kelsey A. Harrer, Esq.

Office of Counsel

NAVFAC Atlantic, Department of the
Navy

6506 Hampton Blvd.

Norfolk, VA 23508-1278

kelsey.a.harrer@navy.mil;

757-322-4119

Kay Davoodi, Director
Larry R. Allen, Public Utilities
Specialist
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Suite 1000

Washington Navy Yard, D.C. 20374

larry.r.allen@navy.mil;

Ali Al-Jabir
Maurice Brubaker
Brubaker and Associates

aaljabir@consultbai.com;

New Energy Rhode Island (NERI)
Seth H. Handy, Esq.

Handy Law, LLC

42 Weybosset St.

Providence, R1 02903

The RI League of Cities and Towns
c/o Brian Daniels, Executive Director

PRISM & WCRPC
c/o Jeff Broadhead, Executive Director

Newport Solar
c/o Doug Sabetti

Green Development, LLC
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Clean Economy Development, LLC
c/o Julian Dash

ISM Solar Development, LLC
c/o Michael Lucini

Heartwood Group, Inc.
c/o Fred Unger
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Energy Consumers Alliance of NE
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Rhodes Consulting
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Amy Boyd, Esq.
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Dan Bosley, NECEC
Sean Burke

jkeoughjr@keoughsweeney.com;

jmcdiarmid@necec.org;

dbosley@necec.org;

sburke@necec.org;

401-724-3600

The George Wiley Center
Jennifer Wood

Rhode Island Center for Justice
1 Empire Plaza, Suite 410
Providence, Rl 02903

Camilo Viveiros, Wiley Center

jwood@-centerforjustice.orq;

georgewileycenterri@gmail.com;

Camiloviveiros@gmail.com;

chloechassaing@hotmail.com;

401-491-1101

Wal-Mart Stores East & Sam’s East,
Inc.

Melissa M. Horne, Esq.

Higgins, Cavanagh & Cooney, LLC

10 Dorrance St., Suite 400

Providence, R1 20903

Gregory W. Tillman, Sr. Mgr./ERA
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Clint D. Watts, Esq.

Paul E. Dwyer, Esq.
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Robert A. Weishaar, Jr., Esq.
Kenneth R. Stark, Esq.
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Edward D. Pare, Jr., EsQ.
Brown Rudnick LLP
One Financial Center
Boston, MA 02111

Anne Smart, Charge Point, Inc.

EPare@brownrudnick.com;

Anne.Smart@chargepoint.com;

Kevin.Miller@chargepoint.com;

617-856-8338

Direct Energy

Craig R. Waksler, Esq.

Eckert Seamans Cherin & Mellott, LLC
Two International Place, 16™ Floor
Boston, MA 02110

Marc Hanks, Sr. Mgr./GRA
Direct Energy Services,
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Marc.hanks@directenergy.com;
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EERMC
Marisa Desautel, Esq
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guerard@optenergy.com;
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Frank Epps, EDP

Frank@edp-energy.com;

Matt Davey

mdavey@ssni.com;

Nathan Phelps

nathan@votesolar.org;

Douglas W. Gablinske, TEC-RI

doug@tecri.org;

Radina Valova, Pace Energy & Climate
Ctr.

rvalova@law.pace.edu;

Marc Hanks, Sr. Mgr./GRA
Direct Energy Services

Marc.hanks@directenergy.com;
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Lisa Fontanella

Lisa.Fontanella@spglobal.com;

Janet Gail Besser, SEPA (Smart Electric
Power Alliance)

jbesser@sepapower.org;

Frank Lacey, EAC Power

frank@eacpower.com;

Hank Webster

Policy Advocate & Staff Attorney
Acadia Center

144 Westminster Street, Suite 203
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PPL Electric Utilities
Ronald Reybitz
Stephen Breininger
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